University of New Mexico

UNM Digital Repository
SourceMex

Latin America Digital Beat (LADB)

9-8-1993

U.S. Companies Form Partnerships With Mexican
Firms To Gain Access To Mexican Insurance
Market
Carlos Navarro

Follow this and additional works at: https://digitalrepository.unm.edu/sourcemex
Recommended Citation
Navarro, Carlos. "U.S. Companies Form Partnerships With Mexican Firms To Gain Access To Mexican Insurance Market." (1993).
https://digitalrepository.unm.edu/sourcemex/2961

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in SourceMex by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 057348
ISSN: 1054-8890

U.S. Companies Form Partnerships With Mexican Firms To
Gain Access To Mexican Insurance Market
by Carlos Navarro
Category/Department: General
Published: Wednesday, September 8, 1993
In recent months, US insurance companies have started to form partnerships with Mexican
firms to take advantage of the potentially lucrative Mexican insurance market and the business
opportunities that may be created by the North American Free Trade Agreement (NAFTA).
According to the Journal of Commerce, US companies believe demand for insurance coverage will
increase as the Mexican economy grows. The optimism is based in part on the assumption that
NAFTA will be implemented on Jan. 1, 1994, although NAFTA has run into heavy opposition in the
US Congress, leaving some doubt as to whether the treaty will actually be implemented. However,
if NAFTA is indeed enacted on schedule, most forecasters predict the Mexican economy will grow
significantly over the next 10 years. Under NAFTA, the value of premiums paid by Mexicans for
insurance is expected to increase to about US$50 billion by the year 2004, compared with the current
US$4.5 billion, according to the Journal of Commerce. This potentially lucrative market has led US
companies to seek partnerships with Mexican companies. According to Christopher Cron, vice
president of New York-based Reliance National Insurance Co., the arrangement is also beneficial
for Mexican companies, which, in addition to new capital, stand to gain in management expertise
and technology. The terms negotiated under NAFTA allow US and Canadian firms that held at least
a 10% share in Mexican insurance companies as of year-end 1992 to purchase up to 100% equity in
Mexican firms on or after Jan. 1, 1996. On the other hand, US and Canadian companies that had not
established a foothold in the Mexican market by the Dec. 31, 1992 deadline can currently acquire
as much as 10% in a Mexican insurance firm. The new partners would gain the right to boost their
participation in the joint venture to 30% at the start of 1994, 51% at the start of 1998, and up to 100%
on or after the year 2000. Among those companies that acquired shares in Mexican firms before
that deadline were Reliance (which bought a 30% share of Seguros Proteccion Mutua S.A.), Chubb
Corp. of Warren, NJ, (which acquired a 30% stake in Seguros La Equitativa); and Cigna Cos. of
Philadelphia (which bought a 49% share of Seguros Progreso S.A. later renamed Seguros Cigna).
In addition, on Aug. 23 New York Life announced plans to boost its share in the GEO Compania de
Seguros SA to 30%. The Mexican partner is a subsidiary of Grupo Empresarial Olmeca. According
to Cron, a potentially lucrative venture for US-Mexican insurance partners is automobile insurance
for US and Canadian visitors traveling to Mexico. In fact, the issue was addressed at a meeting in
San Antonio, Texas, on Aug. 23, where representatives from US and Mexican insurance agencies
discussed the possibility of establishing binational policies in order to facilitate the transit of
travelers between the two nations. (Sources: Notimex, 07/21/93, 08/20/93; Journal of Commerce,
08/19/93; La Jornada, 08/24/93; El Financiero International, 08/30/93)
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